Purpose -The purpose of this paper is to investigate the role of Performance Measurement Systems in organisational effectiveness in the context of the financial services sector within a developing country. Design/methodology/approach -Using the mail survey method data was collected from 69 financial institutions operating in Nepal. Multivariate analysis, in particular multiple regression analysis was employed to test the hypotheses. Findings -The results suggest that non-financial measures and feedback are tightly intertwined with organisational effectiveness. While institutions are focused on using the performance measures concerning internal business process perspective, less emphasis is placed on using customer and employee related performance measures because they are considered less significant to organisational effectiveness. The findings also reveal that strategy related feedback is considered more critical by management, as opposed to performance and staff. The study also provides evidence that 40.58 per cent of the financial institutions in Nepal had implemented the Balanced Scorecard, which is considered to be high when compared with other developing countries. Practical implications -The findings provide managers with valuable insights pertaining to the role of non-financial performance measures and the importance of feedback in improving organisational effectiveness, which could assist them in (re) aligning their performance measurement practices. Originality/value -The findings of this study contributes to the limited management accounting literature on performance measurement and the impact on organisational effectiveness by providing evidence from the financial services sector within the context of a developing country.
.
A review of the literature suggests that traditionally organisations relied heavily on financial measures to assess the performance of their business activities. Different financial measures, such as return on assets, return on investment and earnings per share, were commonly used to measure operating and financial success or failure of organisations (Brignall and Ballantine, 1996; Chenhall and Langfield-Smith, 1999; Otley, 2001 ). These measures primarily focused on cost, revenue and profit, and described financial results of the business activities performed in the past. Hence, according to Langfield-Smith et al. (2012) , financial measures provided limited direction for future actions to ensure potential growth, rather these measures mainly concentrated on reducing costs. This approach was not only criticised by researchers but also by practitioners for being highly aggregated, provided only a retrospective view with reliance on historical accounting data, with no direction for improvement, and in some cases, obstructed improvement (Aureli, 2010; Johnson and Kaplan, 1987; Kaplan and Norton, 1992; Neely et al., 1995) . Langfield-Smith et al. (2012) suggest that by using financial measures alone managers are likely to increase short-term profit at the cost of product quality and staff training and development, which could adversely affect, often long-term, organisational effectiveness. classic examples of high risk taking in these institutions due to the managers' lucrative behaviour and lack of management controls (Munir et al., 2013) . Therefore, there is always a need for effective management controls through implementing a rigorous process of performance measurement to prevent organisations from such risk takings (Simons, 2000) .
Given the continuously evolving technological, regulatory and competitive environment, managers are expected to achieve both financial and non-financial (i.e. tangible and intangible) organisational goals, while satisfying multiple stakeholders, such as customers, employees, suppliers, lenders and regulators, simultaneously or/and independently. The expectations of these stakeholders vary largely. For instance, more informed customers may expect good quality products or services at a low price, employees may seek a pay rise, while regulators and government departments demand stringent compliance with laws and regulations. It follows that in order to be effective organisations have to motivate their employees so that organisational goals are achieved, while meeting the multifaceted expectations of external stakeholders. With these expectations coupled with the limitations of the financial measures, many researchers have stressed that organisations must use PMSs which applies multidimensional performance measures (i.e. the financial measures and non-financial measures). A blend of financial and non-financial measures enables organisations to access performance of their business activities from multiple dimensions Kaplan and Norton, 1992) , which according to Neely et al. (2005) and Kaplan and Norton (2001) is the most appropriate way to achieve organisational effectiveness.
Evidence suggests that despite the perceived benefits of using multidimensional performance measures, a recent survey suggests that only 47 per cent of organisations worldwide have used or are planning to use multidimensional measures to assess the performance of their business activities by the end of 2010 (Rigby and Bilodeau, 2011) , with the Balanced Scorecard (BSC) as one of the most commonly used PMS (Atkinson et al., 2012; Behn, 2003; Fitzgerald, 2007) . These conflicting findings suggests that some organisations consider the role of multidimensional performance measures as important in achieving organisational effectiveness, while others still rely on financial measures alone, and believe them effective to achieve their organisational goals. While it is accepted that a PMS can make a positive contribution to organisational effectiveness, there is less clarity regarding the nature of performance measures (i.e. financial or/and non-financial) and how they can enhance the effectiveness of an organisation. Accordingly, this study contributes to this gap in the literature by examining the role of PMSs in organisational effectiveness.
While a few studies have been undertaken to examine the role of PMSs in organisational effectiveness, most of the studies have been conducted in the context of developed countries, with very limited research undertaken in the context of developing countries (De Waal and Frijns, 2009; Ismail, 2007; Joshi, 2001; Khan et al., 2011) (Munir et al., 2013) . Further, financial institutions operating in developing countries face many challenges compared to their counterparts of developed countries (Bascom, 1997 ). An unstable economic and political environment, lack of technically competent staff, and the absence of risk management systems are some of the key examples. Apart from these challenges, huge non-performing loans and pressures from politically motivated labour unions are common in developing countries (Khanal, 2007) .
Accordingly, the objective of this study is to contribute to the literature by examining the role of PMSs on organisational effectiveness in the context of the financial services sector within a developing country.
Based on the literature outlined above, the following research question is examined in this study: What is the role of PMSs in achieving organisational effectiveness in the context of financial services sector within a developing country?
The remainder of the paper is structured as follows. Section 2 reviews the literature and develops the hypotheses. Section 3 discusses the method followed by the results in Section 4. Finally, the conclusion is presented in Section 5. Jackson (1998) note that organisational effectiveness is the measure by which an organisation can depict how well it is performing. Similarly, Merchant and Simons, (1986) asserts that managers perform their activities with the intent to attain competitive advantage, which, in turn, leads to organisational effectiveness. It follows that performance is very close in meaning to effectiveness. While numerous researchers (e.g., Evan, 1976; Scott, 1977; Cameron, 1986; Daft, 1998) use these terms interchangeably, Porter (1996) states that effectiveness is essential to superior performance. Clearly, the boundaries between the meaning of the terms 'performance' and 'effectiveness' have been rather unclear in the literature.
Literature Review and Hypothesis development
However, it becomes clear from the literature that organisational effectiveness is primarily about measuring performance of organisations using different criteria. These criteria have a host of different labels such as financial, social, economic, input, output, productivity and efficiency. For the purpose of this study, it is assumed that assessing organisational effectiveness corresponds to measuring its performance and appropriate PMSs encourage actions that contribute to successful operation and profitability of the organisation.
According to Wesley (2008) , organisational effectiveness can be viewed from three perspectives: whether an organisation is a rational system or a natural system or an open system. While rational systems act in a mechanical order to achieve specific goals in order to be effective, natural systems adapt the environmental changes to stay competitive (Scott, 2003 (Scott and Davis, 2006) . While effectiveness is considered a desirable feature in all three perspectives, according to Steers (1975) , an understanding of an organisation's operational and environmental uniqueness is a precondition to assessing its effectiveness. In this context, Cameron (1980) has suggested a four dimensional criteria to evaluate organisational effectiveness, which include (i) whether an organisation accomplishes its objectives, (ii) the ability to acquire vital resources to sustain, (iii) if the organisation has effective management systems, and (iv) if the organisation has satisfied stakeholders.
Using this criteria, Ford and Schellenberg (1982) have proposed three models for assessing organisational effectiveness, namely the goal-based model, multiple constituency model and systems model. While the goal-based model proposes an organisation is effective when it accomplishes its own unique set of goals, the multiple constituency model view organisational effectiveness in the context of an organisation's ability to meet the objectives of stakeholders who provide resources to the organisation. The systems model suggests that performance is multidimensional, and must be examined using multidimensional measures simultaneously, which are appropriate to the phenomenon of interest, to allow comparison across organisations. Having described the nature of organisational effectiveness, the rest of this section reviews literature concerning performance measurement and develops hypotheses.
The use of financial measures and organisational effectiveness
Financial performance measures such as profit, cash flows and return on investment are important tools, which play a central role in business organisations (Merchant and Van der Financial measures provide important financial information to investors, financial analysts, auditors and the government through annual reports, such as balance sheets, profit and loss accounts, and cash flow statements (Atkinson et al., 2012; Merchant and Van der Stede, 2003; Otley, 2007; Sawalqa, 2011) . These reports are audited and their disclosures are mandatory, which can be useful information for potential shareholders or investors because organisations' audited financial disclosures reflect external as well as internal performance measures. Compared to the other management control tools, financial measures represent a common language or a unit of measurement of different organisational activities (Otley, 2007) , which are more accurate (Chow and Van Der Stede, 2006) , and less expensive to implement as well as easy to understand (Merchant and Van der Stede, 2003) .
However, using financial measures alone is criticised by many researchers (Atkinson et al., 2012; Van der Stede et al., 2006) . For instance, Evan (1976, p.25) however, they ignore transformation processes and feedback effect". Fitzgerald (2007) suggests that financial measures reward short-term behaviours because these measures look at short-term results, ignoring the long-term organisational effectiveness. The limitations of using financial measures alone encouraged organisations to move towards using a mix of financial and non-financial measures. Kaplan and Norton (1992) stressed that financial and non-financial measures should not be viewed as substitutes for each other; rather their combination is very useful to produce the desired outcomes. The empirical evidence suggests that the use of both the financial and non-financial measures enhance organisational effectiveness (Davis and Albright, 2004; Lingle and Schiemann, 1996) .
Despite the perceived benefit of using a mix of financial and non-financial measures, the most recent survey conducted by Rigby and Bilodeau (2011) showed that only 47 per cent of organisations worldwide were using both the financial and non-financial measures (the BSC in this case). Similarly, De Geuser et al. (2009) could not find any evidence to support the fact that a combination of financial and non-financial measures generates value, while Adler et al. (2000) found that financial measures were still very popular among business organisations in New Zealand. In the context of developing countries, Khan et al. (2011) , reported that financial measures are still widely used in Bangladesh.
Based on these findings, it can be argued that a number of organisations still consider the financial measures highly relevant for achieving organisational effectiveness, which lead to the first hypothesis of this study:
H1: The use of financial measures is positively associated with organisational effectiveness.
The use of non-financial measures and organisational effectiveness
As eluded in the preceding section, given the changes in organisational environments during the last two decades organisations started using PMSs that accommodate financial and Norton (1992) grouped these non-financial measures into three categories: customer, learning and growth, and internal business process. Ittner and Larcker (1998a) suggest that there is a direct relationship between customer satisfaction and financial performance because it increases customer loyalty, reduces marketing costs through word of mouth advertising, and enhances brand image which lowers price elasticity. Organisations are placing greater emphasis on customer measures because it is believed that these measures are drivers of future financial performance (Atkinson et al., 2012; Banker et al., 2000; Ittner and Larcker, 2001 ). This statement is supported by Banker et al.'s (2000) empirical study of the hospitality industry, where researchers have investigated a chain of 18 four-star hotels and found significant correlations between customer satisfaction and financial performance. Ittner and Larcker (1998a) used customer and business unit data in their study and found that customer satisfaction helped to increase the revenue, profit margins, and return on sales.
According to Kaplan and Norton (1996) , employees are also integral parts of organisations and are represented in the BSC as 'learning and growth perspective'. Learning and growth focuses on employees' satisfaction, retention, and training and development programs.
Yeung and Berman (1997) suggest that satisfied employees can serve customers better, which, in turn, result in improved customer satisfaction and loyalty. They have further suggested that increased customer satisfaction may also increase an organisations' revenue through repeat sales. In this way, employee satisfaction plays a key role in improving Lee and Yang (2010) have also found significant relations between employee satisfaction and organisational performance.
The internal business process focuses on innovation with unique products and services that provide an organisation with a sustainable competitive advantage (Langfield-Smith et al., 2012) . Being the main driver of operating performance, Kaplan and Norton (2001) found a direct association between the internal business process perspective and the financial performance measures. Similar association was also found by Lee and Yang (2010) in their study. In the context of the banking sector, Davis and Albright (2004) examined the impact of combining financial and non-financial measures and reported that by using a mix of financial and non-financial measures as compared to using financial measures alone, banks improved their performance. Other supporting evidence is provided by Van der Stede et al. (2006) , who claim that higher diversity in a PMS is directly associated with higher performance. In contrast, Ittner et al. (2003) found no relationship between the mixed use of financial and non-financial measures and enhanced organisational performance. While Griffith and Neely (2009) found a mixed result of the non-financial measures on organisational performance, Perera et al. (1997) found no relation between the use of nonfinancial measures and increased manufacturing performance. Hence, these mixed and contradictory findings lead to the second hypothesis:
H2: The use of non-financial measures is positively associated with organisational effectiveness.
H2a: Financial institutions, whose performance measurement system uses more customer related measures, will have greater organisational effectiveness.
H2b: Financial institutions, whose performance measurement system uses more learning and growth related measures, will have greater organisational effectiveness. H2c: Financial institutions, whose performance measurement system uses more internal business process related measures, will have greater organisational effectiveness.
Performance measurement feedback and organisational effectiveness
Feedback is the mechanism, which differentiates between an effective and ineffective PMS (De Geuser et al., 2009; Forza and Salvador, 2000; Kaplan and Norton, 1996a; Lynch and Cross, 1991 ). An effective PMS provides constant and up to date feedback, whereas using financial measures alone, organisations evaluate organisational and employee performance at the end of the financial year, at times, in some cases, three months after the years completion. Late feedback may not be very useful to take corrective action (Davis and Albright, 2004; Neely et al., 2005; Fitzgerald, 2007) .
Feedback can be provided on overall organisational performance, or it could relate to the strategy being used by an organisation and on staff related outcomes. Feedback can be received from different sources, such as from supervisors, peers, and subordinates or may come from customers. Complaints and criticism about the product or services can be taken as an informal type of feedback. Although it cannot provide the actual information on the nature and degree of the problem that exists, it can be regarded as a reliable source. While strategy or objectives of the organisation are communicated in the planning phase, feedback identifies opportunities for development. When such opportunities are identified, a corrective action can be taken for improvement. Forza and Salvador (2000) stress that the overall purpose of feedback should be to enhance organisational performance by communicating vital information within the organisation.
Feedback also helps employees to analyse their achievements against given business goals.
Business managers generally use feedback to motivate and evaluate employees in the (Langfield-Smith et al., 2012) . Feedback allows managers to track employees' progress towards achieving the strategic goals. Lingle and Schiemann (1996) claim that feedback is the largest single measurement area that distinguishes successful companies with the less successful ones. Based on the above discussion the study develops the following three hypotheses:
H3: Financial institutions, whose performance measurement system provides feedback on performance, will have increased organisational effectiveness.
H4: Financial institutions, whose performance measurement system provides feedback on strategy, will have increased organisational effectiveness.
H5: Financial institutions, whose performance measurement system provides feedback on staff, will have increased organisational effectiveness.
Research Method
To collect the data a mail survey (questionnaire) method was used. Nepal's financial services sector was selected because the sector has witnessed a radical improvement in the performance of financial institutions after the enactment of Nepal Rastra Bank (NRB) Act 2002. For example, prior to the implementation of this Act, the entire financial sector had a non-performing loan portfolio of over 59 per cent with a deficit of approximately US$435 million, which was equivalent to 7 per cent of the gross domestic product (World Bank, 2004 ). However, after financial sector reforms beginning in 2002, such as the introduction of a credit monitoring system, implementation of human resource development programs, establishment of IT platforms, and setting up accounting and auditing practices, and a new performance measurement culture, the non-performing loans of the entire financial services sector declined to 10.85 per cent with significant performance improvement of financial institutions in recent years (Adhikary et al., 2007; Dhungana, 2005; World Bank, 2004; Ministry of Finance, 2012) . There were six sections in the questionnaire. The first section required the demographic response. Descriptive statistics including gender, qualification, and working experience were asked to obtain background information. It was ensured that respondents and their organisations were not identified in the questionnaire. The second section required information on whether the participating organisation was using the BSC. The third section contained questions about reasons for using the PMS and the perceived organisational effectiveness. The fourth section was focused on identifying the type of performance measures being used in respondents' institutions, and the fifth section required respondents to describe how they perceive the role of PMS in the overall organisational effectiveness.
In the final section, respondents were asked three open-end questions: (i) What are the best aspects of the performance measurement system being used in your bank/institution? (ii) Are there any aspects, which you disliked about the performance measurement system used in your bank/institution? (iii) What are the aspects of your current performance measurement system that can be improved? These specific open-ended questions were set to obtain the respondent's opinion that could not be expressed in the close-ended questions.
Variables and measurement
The organisational effectiveness was assessed using two approaches. First, organisational effectiveness was measured by assessing the extent to which 20 outcomes of PMS were attained. These measures of outcomes were developed based on the review of existing literature concerning PMSs and organisational effectiveness (Bourne et al., 2000; Neely et al., 1995) . Respondents were required to indicate on a five point Likert type scale, with anchors ranging from 1 'not effective' to 5 'very effective' the extent to which the use of PMS contributes to organisational effectiveness. Second, respondents were required to indicate if they found their PMS 'highly ineffective' or 'highly effective'. Respondents were also asked to indicate reasons for which their institutions were using PMS, with anchors ranging from 1 'not at all' to 5 'to a great extent'. This approach was used to complement respondents' understanding of the reasons for using PMS.
Reliant upon respondents' understanding, the respondents were also required to indicate the extent to which their institutions were using 25 different measures to assess their performance. Using the BSC approach these measures were categorised into financial and non-financial performance measures (customer, internal business process, and learning and growth). These measures were further categorised into feedback related measures, with three sub-categories: (i) performance related feedback, (ii) strategy related feedback, and (iii) staff related feedback. Organisational effectiveness was operationalised and converted into the dependent variable, while financial measures Non-financial measures and feedback also followed the same process to convert into the independent variables.
Data analysis
Cronbach's (1951) alpha was used to test the reliability of the survey instrument. After collecting the data, the reliability test was conducted, which indicated that all the scores of the Cronbach's alpha were well above the acceptable point (Table 1) i.e., 0.6 or higher (Bryman, 2012) . The Statistical Package for Social Sciences program (SPSS; Version 20)
was applied to perform the data analysis. Descriptive statistics, Pearson correlation and multiple regression analysis were used to test the hypotheses. cent of its midpoint range (almost at its midpoint range), which suggests that organisations recognise non-financial performance measures as an important part of PMS compared to the financial measures. However, in particular, when three different perspectives of nonfinancial measures (customer, internal business process and learning and growth) were assessed, it was found that only the mean score of internal business process achieved its midpoint, while the mean scores of customer, and learning and growth perspective were relatively below the midpoint range (Table 1 ). The findings indicate that performance measures used for internal business processes are regarded as an integral part of nonfinancial measures, whereas very important perspectives of non-financial measures; i.e. customers and employees (represented by learning and growth) are found to be less significant.
Results

Descriptive statistics
The mean score of feedback on strategy is 25.03, which is highly above its midpoint of the minimum and maximum scores (Table 1) among the five independent variables, while feedback on staff is just above its midpoint. However, feedback on performance is below its midpoint score. The findings indicate that while feedback, in general, is regarded as a central part of the PMS, the significant aspect of performance related feedback is considered as less important indicators of the PMS. Table 2 presents the correlation coefficient matrices of all the variables. All the independent variables (financial, Non-financial, performance related feedback, strategy related feedback and staff related feedback) are positively related to the dependent variable organisational effectiveness, which is significant at p < .001. The result presented in Table   2 shows that strategy related feedback and organisational effectiveness are highly positively correlated (r = .854, p < .001). Although there is a positive correlation between overall effectiveness of PMS and organisational effectiveness (r = .394, p < .01), the relation seems quite weaker compared to other associations. On the other hand, financial performance measure is unexpectedly moderately correlated with organisational effectiveness (r = .658, p < .001), while non-financial performance measures and organisational effectiveness are strongly significantly correlated (r = .756, p < .001). 
………………………………………… Insert
Multiple regression analysis and hypotheses testing
The use of financial measures and organisational effectiveness
The prediction in H1 is that the use of financial measures is positively associated with organisation effectiveness. The result (Table 3) suggests that the use of financial measures where standardized coefficient beta (β) is -.009. The standardized beta value revealed by the result is negative, which indicates that the use of financial measures alone is negatively related to the organisational effectiveness; however, this association is not significant at p < .05. It can be concluded that the H1 is not supported by the evidence supplied by the multiple regression analysis at the significant level of p < .05 (obtained p-value = .906).
Hence, contrary to prediction, the hypothesis (H1) is rejected.
This finding is consistent with several previous studies (Atkinson et al., 2012; Ittner and Larcker, 1998b; Kaplan and Norton, 1992 
The use of non-financial measures and organisational effectiveness
H2 states that the use of non-financial measures is positively associated with organisational effectiveness. The results (Table 3) show that the use of non-financial measures is statistically significant to organisational effectiveness (F 5, 60 = 68.401; p < .001), where standardised coefficient beta (β) is .323. Therefore, it can be concluded that H2 is empirically fully supported, as predicted, at 1 per cent of significant level.
………………………………………… Insert Table 3 about here …………………………………………
This result is consistent with the previous studies of Banker et al. (2000) , Davis and Albright (2004) , and Hoque and James (2000) . On the other hand, the positive beta value (β) of .323, and t value of 4.480 (Table 3) show that the use of non-financial measure is where non-financial measure has significant but negative association with sales growth.
The use of customer, learning and growth and internal business process and organisational effectiveness
H2a, H2b, and H2c predict that organisations, whose PMS uses more customer, learning and growth and internal business process related measures, will have greater organisational effectiveness. To assess the association between the independent variables (customer, learning and growth, and internal business process) and dependent variable (organisational effectiveness), an additional multiple regression analysis is performed ( The rejection of H2a contradicts with the previous empirical study of Ittner and Larcker (1998a) and Lee and Yang (2010) . The prior studies support the fact that there is a direct relation between customer satisfaction (customer perspective) and increased organisational effectiveness. However, the results obtained from this study (Table 4) do not support H2a because of the lack of statistical significance. The rejection of H2b also contradicts with the previous empirical studies of Yeung and Berman (1997) and Lee and Yang (2010) . The 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59 (Table 4) show that only internal business process perspective is statistically significant to organisational effectiveness (F 3, 63 = 31.405; p < .001), where standardised coefficient beta (β) is .601. As predicted, H2c is fully supported at the significant level of 1 per cent. This result is consistent with Kaplan and Norton's (2001) BSC framework, and also in line with the findings by Lee and Yang (2010) .
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Performance related feedback and organisational effectiveness
H3 predicts the relation between organisations using PMS that provide feedback on performance and greater level of organisational effectiveness. The results (Table 3) indicate that the association between increased organisational effectiveness and organisations using PMS, which provide feedback on performance is statistically significant (F 5, 60 = 68.401; p < .05), where standardized coefficient beta (β) is .268. It is, therefore, concluded that the prediction made in H3 is empirically fully supported at 5 per cent of significant level. This result is in line with not only the PMS literature, but also with the findings of Forza and Salvador (2000) .
Strategy related feedback and organisational effectiveness
H4 predicts the relation between organisations; whose PMS provide feedback on strategy, and higher level of organisational effectiveness. The results (Table 3) 
Staff related feedback and organisational effectiveness
The hypothesis (H5) predicted that there is an association between the independent variable (feedback on staff) and dependent variable (organisational effectiveness). The result (see Table 3 ) presents strong evidence to support the fact that the feedback on staff is statistically significant to organisational effectiveness (F 5, 60 = 68.401; p < .05), where standardized beta (β) is .214. The association between the organisations, whose PMS provides feedback on staff, and increased organisational effectiveness is positively and statistically significant. As predicted, H5 is empirically fully supported at the significant level of 5 per cent. The result is consistent with findings of Lingle and Schiemann (1996) and Yeung and Berman (1997).
The Balance Scorecard Usage
To find the adoption rate of the BSC in the context of financial services sector in Nepal, respondents were required to indicate whether their institution was using the BSC approach. In response, 28 respondents out of 69 (40.58 per cent) indicated that they were using the BSC approach. The finding was quite unexpected because of the worldwide BSC usage rate of 47 per cent (Rigby and Bilodeau, 2011) . Very few developing countries had such a high BSC usage rate. For instance, the BSC adopters in Bangladesh are only 10 per cent (Khan et al., 2011) , while the usage rate is relatively low in Malaysian organisations, i.e. 8.7 per cent (Jusoh et al., 2008) . 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60 F o r P e e r R e v i e w
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Rather, the nature and use of performance measures is more influenced by the organisational desire of achieving efficiency and effectiveness (Merchant and Simons, 1986) . Accordingly, the findings suggest that a good PMS should incorporate more forward-looking performance measures, which are less prone to manipulation from the markets. This may require a reconsideration of short term incentives for management.
The second aim of this study was to examine the association between the non-financial measures and organisational effectiveness (Hypothesis 2). While this study found support for the positive impact of overall non-financial performance measures usage on organisational effectiveness, results of this study are rather diverse when taking the three non-financial perspectives of the BSC perspectives separately (Hypothesis 2a, 2b, and 2c).
The results indicate that the financial institutions with greater usage of internal business process oriented performance measures will experience better organisational performance (Hypothesis 2c supported empirically). However, the usage of customer and learning and growth oriented measures were found to have no significant impact on organisational effectiveness (rejection of Hypothesis 2a and 2b). These results are in line with the previous findings of Banker et al. (2000) and Davis and Albright (2004) . The positive association between the internal business process and organisational effectiveness is in line with Kaplan and Norton's (2001) BSC and also consistent with the findings of Lee and Yang (2010) . However, the results contradict with the findings of Ittner et al. (2003) , where non-financial measure has significant but negative association with sales growth.
Non-financial measures therefore are critically important for financial institutions in developing countries for achieving organisational effectiveness. Merchant and Simons (1986) suggest the importance of using internal business process measures to improve competitive advantage. Hence, the findings show that financial The third aim of this study was to examine the association between PMSs providing performance, strategy and staff related feedback and organisational effectiveness (Hypotheses 3, 4 and 5). The empirical results support all of three hypotheses (Hypotheses 3, 4 and 5), which indicate that the financial institutions in Nepal consider feedback, as a whole, a significant factor of PMS. The findings also suggest that the financial institutions, which provided strategy related feedback, were more successful in achieving organisational effectiveness than those that only provided performance and staff related feedback. The result is consistent with the previous findings of Forza and Salvador (2000), De Geuser et al. (2009) and Lingle and Schiemann (1996) . Kaplan and Norton (1996) suggest that linking performance measures to strategy and providing strategy related feedback is a key feature that makes a PMS highly effective. This study provides evidence to support this proposition. The study found that the strategy related feedback is positively The above findings also suggest that the financial institutions in Nepal tend to use the PMS primarily as a strategic tool, while using it to a lesser extent as a management tool. The emphasis on achieving strategic goals may have resulted from the intense regulatory pressures on the financial institutions from the central bank after the adoption of Basel Accords and the comprehensive financial sector reforms by the government in the mid-2000. This finding infers that industries, in particular operating in developing countries, having stringent regulatory controls focus more on strategic goals to comply with regulations and secure legitimacy (Munir et al., 2013) . Ford and Schellenberg (1982) emphasised that an organisation is effective when it accomplishes its own unique set of goals, the multiple constituency model view of organisational effectiveness in the context of an organisation's ability to meet the objectives of stakeholders who provide resources to the organisation. It appears that the increased focus of the financial institutions in Nepal on using non-financial measures and providing strategy related feedback indicate that these institutions are centred on achieving organisational effectiveness by accomplishing their organisational goals (Cameron, 1980; Ford and Schellenberg, 1982) . Other very important dimensions, such as implementing an effective management system and the responsibility of satisfying multiple stakeholders (customers and employees) are less emphasised, which is not surprising in the context of a developing country. From this perspective, the financial institutions in Nepal could be viewed as a rational system, where these institutions seem to act in a mechanical order to achieve specific goals in order to be effective (Wesley, 2008) . The finding in this study Cameron's (1980) The study provides important insights for practitioners in the financial services sector, in general, and financial services sector in Nepal, in particular. The financial services sector plays a significant role in the development of any economy (Bank of England, 2012 28 measurement practices and internal controls, given the rapidly evolving business environment the role of using prudent PMS and the need to use the appropriate performance measures is much higher than ever before. Hence, practitioners need to re (align) their PMSs to focus on using multidimensional performance measures and enhance the level of feedback on strategy, customers as well as staff and performance, to enable organisations to enhance their performance effectively across different areas of organisational performance with a longer term focus.
Limitations and future research
While the findings of this study are expected to have important practical and theoretical implications, the study is subject to a few limitations. Firstly, use of surveys entails restricted inference for causation among the relationships of interest. In spite of following Dillman's (2000) guidelines for a representative sample, response bias may still occur.
Additionally, measurement error could arise based on reliance on self-reported measures for the variables examined. Secondly, this study has focused only on choice of performance measures influencing organisational effectiveness. It is likely that there are other contextual factors that could have an impact on an institution's choice of performance measures and also other variables that might have a mediating effect. While the magnitude of the indirect effects found is significant, the study is unable to account for all the effects of organisational effectiveness. Nevertheless, organisational effectiveness is likely to be affected by more than choice of performance measures and feedback which provides opportunities for further research in this important area. which provides an avenue for future research that could be conducted using a longitudinal case study and may include a larger sample size. Compared to the survey method, where the researcher remains absent, by conducting interviews researchers can prompt participants to obtain the first hand opinions. Further, the case study could be conducted to obtain rich contextual data so that further insights can be provided on the research area underpinning this study. (Field, 2005, p. 193) . Therefore, in this study, standardized β values are chosen instead of unstandardized b-values to interpret the result. 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60 
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